
STOP 



Early Journal Content on JSTOR, Free to Anyone in the World 

This article is one of nearly 500,000 scholarly works digitized and made freely available to everyone in 
the world by JSTOR. 

Known as the Early Journal Content, this set of works include research articles, news, letters, and other 
writings published in more than 200 of the oldest leading academic journals. The works date from the 
mid-seventeenth to the early twentieth centuries. 

We encourage people to read and share the Early Journal Content openly and to tell others that this 
resource exists. People may post this content online or redistribute in any way for non-commercial 
purposes. 

Read more about Early Journal Content at http://about.jstor.org/participate-jstor/individuals/early- 
journal-content . 



JSTOR is a digital library of academic journals, books, and primary source objects. JSTOR helps people 
discover, use, and build upon a wide range of content through a powerful research and teaching 
platform, and preserves this content for future generations. JSTOR is part of ITHAKA, a not-for-profit 
organization that also includes Ithaka S+R and Portico. For more information about JSTOR, please 
contact support@jstor.org. 



113] Reviews 795 

In so far as Mr. Williams reaches "theoretical" conclusions, they are of a nature 
which might about as well have been taken for granted at the outset. An example of 
this sort is seen in Chapter X on the relation between the value of paper money and the 
balance of international payments. Here he finds that the balance of international 
payments "did in fact exercise a powerful influence upon the value of Argentine 
inconvertible paper money." How any one could question this statement it would 
be difficult to see. This, as current experience in European exchanges clearly shows, 
is merely a special case of the law of demand and supply and the method of its opera- 
tion, as has been repeatedly pointed out in current discussion of the exchange ques- 
tion. Another example of a similar, although not precisely parallel, sort is found in 
Mr. Williams' statement that Argentine experience in the export trade does not suffice 
to verify current theories with regard to the effect of a rising gold premium upon 
exports. Such a premium Mr. Williams believes has been currently regarded as 
furnishing a stimulus to exports. He finds that "such a stimulus was undoubtedly 
present," but owing to the operation of other factors the gold premium did not pro- 
duce any marked increase in export trade; in other words, it was not possible to 
institute any such close comparison between the different classes of figures as had 
been desired. 

Taking the book as a whole, it is concluded that data which have been surveyed 
indicate "a pretty general correspondence with theoretical reasoning." Especially 
clear-cut, the author thinks, is the relation between the balance of international pay- 
ments and the value of inconvertible paper money. General conclusions with refer- 
ence to the effect of the paper money experience upon the people of Argentina are 
expressly disclaimed as being "extremely difficult to verify." Expressions like these 
tend to stimulate in the reader's mind the thought that the book was originally pro- 
jected upon too ambitious a scale and does not fulfil its promise, or at all events, ful- 
fils it only in a negative way. This, as already stated, does not in the least detract 
from its merits as a careful study of economic conditions affecting the exchange and 
foreign trade of Argentina over the period to which the volume relates. 

H. Pabkbe Willis 



Agricultural Prices, by Henry A. Wallace. Des Moines, Iowa: Wallace Publishing 
Company. 1921. 224 pp. 

This book proposes a new method of determining the prices of agricultural products 
— a plan whereby the statistical economist and the production engineer will replace 
speculative traders as the agents of price determination, and in which it becomes the 
main function of prices to guide production rather than to reflect the merely immedi- 
ate and temporary conditions of demand and supply. 

The main fault with the present price-registering system is its disregard for long- 
time cost-of -production price. The changes in the price of hogs, for example, instead 
of bearing some constant relation to cost of production are only the response of the 
market to the day's receipts of hogs, to the seasonal demand for pork, and to the 
strategy of the packers. Cost means the industrial requirements of production, 
expressed in pecuniary terms. Thus, the basic industrial fact about the production 
of hogs is that it requires approximately 11.5 bushels of corn to make 100 pounds of 
hog. This is the corn-hog ratio, and "this ratio is cost of production in the very 
truest sense of the term" (p. 11). The experience since the Civil War has shown that 
when prices are averaged by decades "hogs have sold on the Chicago market at a price 
per hundred weight equal to the Chicago price of 11.5 bushels of corn" (p. 28). The 
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actual price from day to day and from month to month, responding to the surface 
indications of supply and demand, have fluctuated above and below this "right price" 
as indicated by the ratio. Supply, demand, and price being mutually interdependent, 
the adjustment of price merely for the purpose of clearing the day's market results 
in violent fluctuations in the weekly shipment of hogs, in needless disturbances of the 
consumer's demand for pork, and in price aberrations inconsistent with the neces- 
sary cost of production. 

Economic theory has ordinarily assumed that the price (actual) which clears the 
market is also the price (normal) which will best guide production; the author, how- 
ever, holds that the two prices are not identical, and he prefers the method of price 
determination which will keep in mind the second function. He does not minimize 
the inherent difficulties of dealing separately with the two functions. Once the 
primary purpose in establishing a price becomes the stabilization of the conditions of 
production, then the other function of adjusting the current demand to the current 
supply may need to be performed by some machinery other than price changes. 
Perhaps a cooperative selling organization would control the flow of the product to 
market; or cold storage facilities would be used to smooth out the unavoidable irregu- 
larities in production and consumption; or even, if necessary in order to stabilize the 
live-stock industry, perhaps meat products would be sold at a loss for a season to be 
offset by more profitable prices at a later time. Whatever the substitution, it must 
at least be evident that prices of corn and of hogs which one year break up herds and 
bring brood sows to market and which next year hold out false promises to the feed- 
ers, no matter how effective they may be as means of equating demand and supply, 
cannot be regarded as satisfactory guides to production. 

Given the present method of price determination, the author believes farmers 
should organize for collective bargaining. They should reduce their crops at strategic 
moments, as business concerns curtail output when large production is unprofitable; 
they should ask, as does organized labor, "At what season of the year is it best to 
strike?" When once the farmer is as effectively organized as are the other parties to 
the market controversy, the futility of sabotage may become apparent, and possibly 
all classes may "unite in production as a source of profit, rather than on clever bar- 
gaining" (p. 17). 

Such a cooperative arrangement between classes, however, the author believes to 
be impossible under the present laissez faire competitive price system. Owners will 
not permit their plants to be operated at capacity unless they have some assurance 
that they will not be penalized by falling prices and pecuniary losses. The author 
offers the ratio method of price determination as a possible solution. He looks to the 
economists for statistical inquiries which will measure the failure of present prices to 
perform their functions and which will serve as a basis for a better method of control. 
Thus, the author turns from the laissez faire economist to the statistical economist, 
and from the business man to the production engineer. 

Walter W. Stewart 

Amherst College 

The Financial Policy of Corporations, by Arthur Stone Dewing. New York: The 
Ronald Press Co. 1920. V vols. 

The five volumes of Dewing's Financial Policy of Corporations are entitled Corpo- 
rate Securities, Promotion, Administration of Income, Expansion, and Failure and 
Reorganization, 

When the reviewer had completed the first of these five volumes, he was convinced 



